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'RnOW  BY  ALL  MEN  THESE  PRESENTS: 


COUNTY  OF  TARRANT  § 


NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY  REMOVE  OR  STRIKE  ANY 
OF  THE  FOLLOWING  INFORMATION  FROM  THIS  INSTRUMENT  BEFORE  IT  IS  FILED  FOR  RECORD  IN  THE  PUBLIC 
RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE  NUMBER 


This  NO  SURFACE  USE  OIL  AND  GAS  LEASE  ("Lease")  is  made  as  of  the  24th  day  of  March,  2008  (the 
"Effective  Date")  by  and  between  Bobby  L.  Dinsmore  ("Lessor"  whether  one  or  more),  whose  address  is  1305  E 
Timbervlew  Ln,  Arlington  Tx  76014  and  Paloma  Barnett,  LLC,  ("Lessee,"  whether  one  or  more),  whose  address  is 
1021  Main  Street,  Ste.  2600,  Houston,  TX  77002.  Lessor  and  Lessee  are  sometimes  collectively  referred  to  in  this 
Lease  as  the  "Parties." 


1.  Leased  Premises.  Lessor,  in  consideration  of  a  cash  bonus  in  hand  paid  by  Lessee,  the  royalties  herein  provided, 
and  the  covenants,  agreements  and  obligations  of  Lessee  herein  contained,  and  subject  to  the  conditions  and 
limitations  hereinafter  set  forth,  hereby  leases  and  lets,  exclusively  unto  Lessee,  for  the  purpose  of  exploring,  drilling 
for,  producing,  and  marketing  oil  and  gas,  the  land  in  Tarrant  County,  Texas,  described  as  follows,  to  wit: 


0.2196  acres  of  land,  more  or  less,  also  being  known  as  Blk  15  Lot  13  of  the  Arkansas  Heights  Addition,  4lh  installment, 
an  addition  to  the  City  of  Arlington,  Tarrant  County,  Texas,  out  of  the  J.  Coombs  Survey,  Abstract  Number  316  Tarrant 
County,  Texas,  and  amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian 
rights. 


(and  referred  to  herein  as  "Said  Land,"  the  "Property,"  or  the  Teased  Premises").  The  Leased  Premises  shall  include 
all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at 
Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate 
description  of  the  leased  premises.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the 
number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  Term.  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are 
produced  in  paying  quantities  from  the  Leased  Premises  or  from  lands  pooled  therewith,  or  this  Lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3,  Option  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option,  to  be 
exercised  prior  to  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
provisions,  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises.  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided, 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years.  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4.  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 


NO  SURFACE  USE  OIL  AND  GAS  LEASE 


nrnT^nn?n9  a"y  '?9  '°  tne  contrary  In  ™  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of 

^eTt^JZ^T^rC°StS'  inClUdin.9  C°StS  °f  lifting'  9a,heri"9  dehVdra«°".  common wfon 
any  plant  or otheSw ^^^1!'  Pfrocessin9'  treatin9  °r  feting,  °r  for  construction,  operation  or  depreciation  o 
pooled  ?herewrth  n ?1E  f°r  Processln9  °r  treatin9  °« °'  9**  produced  from  the  leased  premises  or  lands 
thP  ^rt  «  Z  ,k  sha"  Lessor  rece've  a  price  less  than  Lessee  in  sales  to  non-affiliates  It  is  the  intent  of 

he  parties  hat  the  protons  of  this  section  are  to  be  fully  effective  and  enforceable  and  are  not  to  be  cons  rued  as 
surplusage  under  the  principles  set  forth  in  Heritage  Resnurr^  y,  NatinnsRank  939  S.W2d  118  ^ex  %97) 

pe^nui^of  SSSSJEZ"  °!  a  cofrp0ra.ti0,n;  j°int  Venture'  PartnershiP  "  °<"er  entity  that  owns  more  than  ten 
percent  (1 0  /o)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  f  1 0%l  nf  h« 

mo^hrj0''"9  'nt (liJ  a  c  join'  venture,  partnership  or  other  J^^S^^Z^J^ 

ventre TJTJ^?  ,(k0%)  5  thS  outs'andin9  v°«ng  Uteres!  of  both  the  Lessee  and  the  o  he?  conpoTaMon  jofnt 
venture  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

™?£?nH  fSbUJS%Z^,USe  'ibe  disbursed  to  Lessor  its  royalty  on  production  from  a  particular  well  not  later  than 
one  hundred  twenty  (120)  days  after  the  end  of  the  month  following  first  delivery  of  gas  from  the  well  in  o  the pipe toe 

^ruc^n^nrewhteh7USt  °I  ^  '°      diSbUrSed  t0  LeSsor  *  the  l«t  day  of  J^Tti^X^ 

Tf^J?  P^r'j"  the  preceding  montn'  but  in  no  event  shall  royalty  be  paid  more  than 
sixty  (60  days  after  the  last  day  of  the  month  of  production.  If  not  paid  when  due,  Lessor's  royalty  shall  bear  interest  at 
the  maximum  lawful  rate  from  due  date  until  paid,  which  amount  Lessee  agrees  to  pay.  Acceptance^ Lessor  o 

due  s,ha" not  2?  ,a  waiver  or  estoppei  °f  its  ri9nt  <°  receive  i™  So^nLrs 

expressly  so  provides  in  writing  signed  by  Lessor. 

H^iSn^L168566',,0'  V3886!;8  ?6rat0r'  from  a  Purchaser  or  a  Pipeline  company  of  proceeds  of  production  for 
d.st  nbution  to  Lessor  will  not  result  .n  Lessee,  or  Lessee's  operator,  acquiring  legal  or  equitable  title  to  those  proceeds 
but  Lessee,  or  Lessee  s  operator,  will  at  all  times  hold  the  proceeds  in  trust  for  the  benefit  of  Lessor.  Notwithstanding 
he  insolvency,  bankruptcy,  or  other  business  failure  of  a  purchaser  of  production  from  Said  Land  or  pipeline  company 
transporting  production  from  Said  Land,  Lessee  will  remain  liable  for  payment  to  Lessor  for,  and  agrees  to  pay  Lessor 
all  royalties  due  Lessor  together  with  interest  if  not  timely  paid.  Lessor  retains  the  right  to  terminate  the  Lease  for 
Taiiure  to  pay  royalties,  after  a  penod  of  written  notice  and  opportunity  to  cure  which  shall  not  exceed  sixty  (60)  days. 

Gas  produced  from  Said  Land  or  pooled  unit  that  Said  Land  is  included  therewith  shall  not  be  commingled  with  qas 
produced  from  any  other  lands  prior  to  the  point  where  the  gas  produced  from  this  Lease  passes  through  the  meter 
which  will  measure  the  gas  for  calculating  the  payment  made  by  the  purchaser  of  gas  production 


6.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  incapable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90- 
day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of 
such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed 
that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment 
of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 


7.  Payments.  All  shut-in  or  other  royalty  payments  under  this  Lease  shall  be  paid  or  tendered  to  Lessor  at  the  address 
in  Section  1,  or  at  such  address  or  to  Lessor's  credit  at  such  depository  institution  as  Lessor  may  provide  written  notice 
of  from  time  to  time.  All  payments  or  tenders  may  be  made  by  check  or  electronic  transfer. 


8-  Continuous  Drilling  Obligations.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (a  "dry 
hole")  on  the  Leased  Premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities) 
permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Section  9  or 
the  action  of  any  governmental  authority,  then  in  the  event  this  Lease  is  not  otherwise  being  maintained  in  force  it  shall 
nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional 
well  or  for  otherwise  obtaining  or  restoring  production  on  the  Leased  Premises  or  lands  pooled  therewith  within  one 
hundred  twenty  (120)  days  after  completion  of  operations  on  such  dry  hole  or  within  one  hundred  twenty  (120)  days 
after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  Lease  is  not 
otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations 
reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  Lease  shall  remain  in  force  so  long  as  any  one  or 
more  of  such  operations  are  prosecuted  with  no  cessation  of  more  than  one  hundred  twenty  (120)  consecutive  days, 
and  if  any  such  operations  results  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  thereafter 
as  there  is  production  in  paying  quantities  from  the  Leased  Premises  or  lands  pooled  therewith.  After  completion  of  a 
well  capable  of  producing  in  paying  quantities  hereunder.  Lessee  shall  drill  such  additional  wells  on  the  Leased 
Premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar 
circumstances  (a)  to  develop  the  Leased  Premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on 
;the  Leased  Premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  Leased  Premises  from  uncompensated  drainage 
by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or 
any  additional  wells  except  as  expressly  provided  herein. 

9.  Pooling.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  Leased  Premises  or  interests 
therein  with  any  other  lands  or  interests,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the 
commencement  of  production,  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or 
operate  the  Leased  Premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or 


Page  2  of  6 


^ease,  «  be  included  in  any  unit 
horizontal  completion  shall  no excee I  eiaht  Rm  ^  ^!  by  SUCh  pool,n9  for  an  oil  we"  whi<*  ''s  not  a 

for  a  gas  well  "or  a  horizontal  ffl«?^^rZ?^^T,nM  f*"  P8reent  (10%>  and 

tolerance  of  ten  percent  (10%)  For  the  Duroose  of  *^^i„n  ?h  ,  y  .  6f0)  aCreS  plus  a  maxi™m  acreage 
meanings  prescribed  by  applicable  law  or th ^ZrL^tea^Zll^'^  ?"  W6"  a"d  "9aS  wel1"  shal1  have  »» 
"oil  well"  means  a  well  with  an  initial  g^s  o  ,  ratio  of 7s?LTZ  Z  l^«l  k  '  1°  "J*™"0"  iS  80  prescribed- 
with  an  initial  gas-oil  ratio  of  100,000  cubic  feet  or more  oe b^L^     tP?  barre' and  9as  welr  means  a  well 

seeks  rrtrrsrH t ^^wssssssk 

be  retroactive  to  first  ^^^n1SSi2^^Sr!t  ^  W  1116  effective  da,e  of  poolin9  whi*  ™V 

which  Lessor's  royalty  is  a^U^^Xr^S^^^,    .  eXCept  that  ,he  Prod"<*°n  on 

by  this  Lease  -dUded  inlt^ 

il^f^^-^1?6  intereSt  0f  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred 
n  iTrZ  m  ?art'^  ar!f  and/°r  by  depth  or  zone'  and  the  ri9hts  and  obli9ations  of  the  partes ^u^ShSSS 
l«ln I  SPeCI'Ve,  .Keir?'  deV1Sees'  executors-  administrators,  successors  and  assigns;  provided  however  i LeleeTto 
assign  any  part  of  this  Lease  to  any  third  party  other  than  Chesapeake  Energy  or  a  subsidiary  or  afflStettii^^S 
g.ve  w ntten  not.ce  and  a  copy  of  any  assignment  to  the  Lessor  within  sixty  (60)  dat o as^gnmenf  No  chanqe  t" 
Lessor  s  ownersh.p  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obi  gations  of  bS^^^Sd^ 

cftff  ♦  ?,y  authentlcated  MP™  of  the  documents  establishing  such  change  of  ownership  to  the  reasonable 
SSSS^ZL?  in566  0rtunt"f  Lessor  has  satisfied  the  "Nation  requirements  contained  in  Teste's  usuat  form  of 
d  v.s,on  order.  If  Lessee  transfers  .ts  interest  hereunder  in  whole  or  in  part,  no  assignment  by  Lesee  will  receive  Lesee 

oblation    y'  °r  8fter      aSSi9nment'  and  Assi9nee  is  J^ntly  and  severally  liable  with  Lessee  loTaH  Lelse 

11  please  and  Vertical  Puqh  Clause.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  a  file  of 
record  written  release  of  this  Lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  tf£ 
SE^*y  f  V  ZT6$  th/re,under>  and  sha"  ther^Pon  be  relieved  of  all  obligations  thereafter  arising  with 

EK?  J  "  S?  re'f aSed-  lf  Les$ee  releases  a"  or  an  undivided  inlerest  in  than  all  of  the  area  covered 
hereby,  Lessees  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the 
net  acreage  interest  retained  hereunder.  In  any  event,  upon  termination  of  this  Lease,  Lessee,  its  successors  or 

S  h  I  ?  L!fS°ua  reCOrded  release  within  sixtv  <60>  davs  as  t0  such  ^ion  or  portions  of  this  Lease 

which  have  terminated  under  the  terms  of  this  Lease.  Upon  the  expiration  of  the  primary  term  of  this  Lease  upon  the 
expiration  of  any  extension  or  renewal  of  the  primary  term,  or  after  cessation  of  operations  as  provided  herein 
whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  rights  lying  below  one  hundred  feet  (100')  below  either  (1)  the 
deepest  depth  drilled  m  any  well  drilled  on  the  leased  premises  or  on  lands  pooled  therewith  or  (2)  the  stratigraphic 
equivalent  of  the  base  of  the  deepest  formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased 
premises  or  on  lands  pooled  therewith,  whichever  is  the  deepest;  provided,  however,  if  Lessee  is  then  engaqed  in 
operations  on  the  leased  premises  or  on  lands  pooled  therewith,  this  Lease  shall  remain  in  full  force  and  effect  as  to  all 
depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

12.  No  Surface  Use.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not  enter  upon  the  surface 
of,  cross  over,  place  any  structure  or  building  upon  or  conduct  any  operations  (including  but  not  limited  to 
geophysical/seismic  operations)  on  the  Leased  Premises  or  within  six  hundred  feet  (600')  of  the  Leased  Premises  or 
any  other  residential  structure  located  within  the  same  subdivision  or  neighborhood  addition  as  the  Leased  Premises 
Lessee  shall  only  develop  the  leased  premises  by  pooling,  as  provided  herein,  or  by  directional  or  horizontal  drillinq 
commenced  from  a  surface  location  on  other  lands.  Notwithstanding  anything  to  the  contrary  in  the  Lease,  Lessee  has 
!!°  T!,  ?onzontal|y'  vertically,  or  at  an  angle  under  the  Leased  Premises  at  any  depth  that  is  less  than  three 
hundred  (300)  feet  below  the  surface.  Lessee  has  no  right  to  pipe,  transmit,  or  transport  gas  under  the  Leased 
Premises  at  any  depth  that  is  less  than  three  hundred  (300)  feet  below  the  surface.  Lessee  shall  make  all  reasonable 
efforts  not  to  use  residential  or  neighborhood  streets  or  thoroughfares  in  developing  the  Leased  Premises  any  lands 
pooled  therewith  or  otherwise. 


u"  ..T2^'  6  associated  with  Lessees  operations  related  to  the  drilling,  completion  and  reworking  of  wells 
shall  be  kept  to  a  reasonable  minimum,  taking  into  consideration  reasonably  available  equipment  and  technology  in  the 
J???  9Sf  !ndustry' tne  level  and  nature  of  development  and  surface  use  elsewhere  in  the  vicinity  of  Lessee's  drill  sites 
and  the  fact  Lessees  operations  are  being  conducted  in  or  near  an  urban  residential  area.  If  Lessee  utilizes  any  non- 
electric-powered equipment  in  its  operations,  Lessee  shall  take  reasonable  steps  to  muffle  the  sound  therefrom  by 
installing  a  noise  suppression  muffler  or  like  equipment. 

1t  Req"'atorv  Requirements  and  Force  Majeure.  Lessee's  obligations  under  this  Lease,  whether  express  or  implied 
shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having  jurisdiction! 
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^^^^^1=^  J*«™  °n  *e  «ng  and  paction  of  wells,  and  the 
less  restrictive  than  the  terms  of  this  Lease  his  Lease  sh^ll  5SJS  Th f  l  SU°k  ^  rU'eS'  re9ulations  <*  orders  are 
material  breach  of  the  Lease  Whe S rework^  n l^r  Thetb,reach  of  ,hls  Paragraph  will  be  considered  a 
such  laws,  rules,  regulations  or  orders  c bv VZTX^  °'  ^  °Perations  are  prevented  or  delayed  by 
electricity,  fuel,  access  or  easements  or  bv   re  flooL  T^'  eqUipment'  services'  material.  W 

insurrection,  riot,  strike  or  labordTsputes  or  L  inabil  to  nh£n  a  war,  sabotage,  rebellion, 

purchasers  or  carriers  to  take  or Sport  such  Draduction  n  h„  sa,'lact0^  market  for  Pr°duction  or  failure  of 
control,  this  Lease  shall  not  term nat because of  wT^ZnL  Z  C3USe  n0t  reasonaWy  within  Lessee's 
any  express  or  implied  covenants  of  thisl ease 'whe ^drilNna  nrnHn,-?.  V  thLeSSee  Sha"  n0t  be  liable  for  breach  °f 
or  interrupted.  Lessee  shall  late^SaSSite^ita  E£       °'        °Peratlons  are  so  prevented,  delayed 

HARM  m^R4ln^cATSoSIGNS  FR°M  AND  AGAINST  ANY  CLAIMS  DAMAGES  JUDGMENTS  PENALTIES 
^AB^ES'  AND  C0STS  (INCLUDING  RE  REASONABLE  ATTORNEYS  FEES  AND  COURT  COSTS*  CAUSFn  RY 
n=  nS.?UT  °F  (1)  A  VIOLATION  OF  THE  FOREGOING  PROHIBITION I  OF !(2) THE TpRESENCE  RELEASE 
OR  DISPOSAL  OF  ANY  HAZARDOUS  MATERIALS  ON,  UNDER  OR  ABOUT  SAID  LANDS  OR  I  AWnc;  pnn^pn 
THEREWITH  DURING  LESSEE'S  OCCUPANCY  OR  CONTROL  OF  SAME   LESSEE  S^AL^.  CLEAN  UP  REMOVE 

^^R^JiVZ^.^DWATBi  CONTAMINATION  AND^MaIe'cTse'd'Iy^ h! 
r?5^f  RELEASE  OF  ANY  HAZARDOUS  MATERIALS  IN,  ON  UNDER  OR  ABOUT  SAID  LAND*?  OR 

^?iP°°LED  THEREW,TH  DURING  LESSEE'S  OCCUPANCY  OF  SAME Tn  CONFORMANCE  WITH  THE 
Mn?U  ^,^T1°F  APPLICABLE  LAW.  THIS  INDEMNIFICATION  AND  AS SU M PTI ON  S h^L  AR3 LY  BUT  ^S 
™S  ACTIONS  UNDERTAKEN  PURSUANT  TO  CERCLA  OR  ANY 

MnVPrP  n f  aSv^J^^  °R  REGULATI°N.  LESSEE  SHALL  IMMEDIATELY  GIVE  LESSOR  WRITTEN 
PrAfnpJ  hp  2^^nSncS^SPECTED  BREACH  0F  TH,S  PARAGRAPH,  UPON  LEARNING  OF  THE 
r,^l^CE  °F  ANY  HAZARDOUS  MATERIALS,  OR  UPON  RECEIVING  A  NOTICE  PERTAINING  TO  HAZARDOUS 
MATERIALS  WHICH  MAY  AFFECT  SAID  LANDS  OR  LANDS  POOLED  THEREWITH    THE  OBLIGES  OF 

™S  LEASEEREUNDER  SHALL  SURV'VE  THE  EXPIRAT,0N  0R  EARLIER  TERM^i.ON  FOR  AHY  REASON  OF 

16.  Indemnity.  LESSEE  AGREES  TO  INDEMNIFY  AND  HOLD  HARMLESS  LESSOR  AND  LESSOR'S 
^^^A^n^S^P^'  AND  ASSIGNS  AGAINST  ALL  ^PENSE^  ^^AIMS  DEMANDS^ 
hd  n.1 3<=A™  o^SES  °F  ACT,0N  0F  ANY  NATURE  FOR  INJURY  TO  OR  DEATH  OF  PERSONS  AND  LOSS 
™,£^fTI°  PR0PERTY-  INCLUDING,  WITHOUT  LIMITATION,  ATTORNEY'S  FEES,  EXPERT  FEES  AND 
P°URJ  C°STS'  CAUSED  BY  LESSEE'S  OPERATIONS  ON  SAID  LAND  OR  LANDS  POOLED  THEREWITH  OR 
LESSEES  MARKETING  OF  PRODUCTION  FROM  THE  LAND  OR  ANY  VIOLATION  OF  ANY  ENVIRONMENTAL 
REQUIREMENTS  BY  LESSEE.  AS  USED  IN  THIS  PARAGRAPH,  THE  TERM  "LESSEE"  INCLUDES  LESSEE MTS 
AGENTS,  EMPLOYEES,  SERVANTS,  CONTRACTORS,  AND  ANY  OTHER  PERSON  ACTING  UNDER  ITS 
DIRECTION  AND  CONTROL,  AND  ITS  INDEPENDENT  CONTRACTORS- 

17.  Notices.  All  notices  required  or  contemplated  by  this  Lease  shall  be  directed  to  the  party  being  notified  at  the 
address  identified  in  Section  1,  unless  notice  of  another  address  has  been  provided  in  writing.  All  such  notices  shall  be 
made  by  registered  or  certified  mail,  return  receipt  requested,  unless  another  means  of  delivery  is  expressly  stated. 

18.  No  Warranty  of  Title.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  surface  or  mineral  estate  in 
the  leased  premises  or  any  portion  of  or  interest  therein.  All  warranties  that  might  arise  by  common  law  or  by  statute 
including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successor),  are  excluded  By  acceptance 
of  this  Lease,  Lessee  acknowledges  that  it  has  been  given  fuil  opportunity  to  investigate  and  has  conducted  sufficient 
investigation  to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures. 

19.  Curinq  Defaults,  Should  Lessee  at  any  time  fail  to  comply  with  its  obligations  hereunder  regarding  construction 
maintenance,  or  repair,  Lessor  shall  have  the  right,  after  giving  30  days  prior  written  notice  to  Lessee,  to  do  or  have 
done  whatever  is  necessary  to  fulfill  the  obligations  to  its  satisfaction,  and  Lessee  shall  be  liable  to  Lessor  for  the 
reasonable  and  necessary  expenses  thus  incurred  by  Lessor,  to  be  paid  within  30  days  after  Lessor  shall  have 
furnished  Lessee  an  itemized  written  statement  of  the  expenses. 

20.  Venue  and  Legal  Fees.  Venue  for  any  dispute  arising  under  this  Lease  shall  lie  in  Tarrant  County  Texas  where 
all  obligations  under  this  Lease  are  performable.  At  any  time  that  any  obligation  of  the  Lessee  to  make  a  payment  shall 
not  be  complied  with  in  accordance  with  the  terms  of  the  Lease,  it  is  agreed  and  understood  that  Lessee  will  pay  to 
Lessor  interest  thereon  at  the  highest  lawful  rate  allowed  to  be  charged  to  Lessee  by  Lessor  under  the  then  existinq 
Statutes  of  the  State  of  Texas.  In  addition,  in  the  event  of  the  breach  of  any  provision  of  the  Lease,  Lessee  shall  pay  to 
Lessor  all  costs  and  expenses  reasonably  incurred  including  reasonable  attorney's  fees  and  costs  of  court  incurred  by 
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"  «-  that  time  is  of  the  essence  in  the 


plen^n^ttl^T^ 

paleontological  data  and  interpretations  or  analysed ^  themo  ^  nlw  «,,nl  S^^cal,  geochemical  and 

drilling,  coring,  logging,  testing  and  comp Jetton )1S^^'^S^^^^^aM  ,itle  Cura,ive  materia|.'  a» 
quantities  saved,  sold  and  used,  the  disSion .E^Kl^  Sh°W'?9  the  t0,al  9ross  P^uction,  the 
contracts;  and  such  other  records  and  as  may  be  D^Cta^KLr?*  °'    ^  a"  production  sales 

to  determine  the  respective  rights  and  obligations  of  «M  Z««  ^memlnt  °f  ^counts  between  Lessor  and  Lessee  or 
for  as  long  as  oil  and  gasls  produced  the?e1ram  and IT^T*"^?"™9 pnmary  lerm  of  this  Lease  and 
such  records  and  data available , to Lessor or^sso%dJ™lt  one  (1)  year  thereafter.  Lessee  shall  make  all  of 
reasonable  times,  as  well  as  all  oLr  records  Zll  note  ruJZ  eXam!nat™  a"d  C°Pyin9  in  Lessee's  offices  at  a" 
other  materia,  in  the  possession  of  oTu^cS  ofte'  Le^e  SBSfiR  SSZZSS&T*  " 

extenlef^ffd  ^S^tTSrrr  provifions  —  >»  altered,  amended, 

-^mis::— ^ 

a^n^"^ 

nlhut»nfh^°f  LT °r  "nde;this  Lease  sha"  be  in  addition  to,  and  not  in  lieu  of,  all  rights  Lessor  may  have  as  to 
through  9^ IA05.^  ™  **'  'mMi"9-  W,th0Ut  limitation'  VXCA  Natural  ^sources  Code  §§  91401 

mJ^HV8""  nisr^/r|f'-  Lessor  acknowledges  that  the  terms  of  the  Lease,  this  addendum  the  amount  of  the 
esoect  to  thfolSia'd  he"r'  and  311  other  ter™  negotiated  with  Lessee  herein  the  "Negot  ated  Terms!  with 
2  '  °o  Lf  s*'  were  °,btainecl  as  a  result  of  negotiations  between  Lessee  and  the  group  known  as  the  Southeast 
Arlington  Property  Owners  aka  "SEAPO",  which  consists  of  a  committee  of  unpaid  volunteers  In  consideratton  ofX 
efforts  spent  by  the  Southeast  Arlington  Property  Owners,  the  Committee  Members,  mSX^^S^mS^ 
and  obtaining  the  Negotiated  Terms  on  behalf  of  Lessor,  Lessor,  on  behalf  of  the^sahw^^n^rTSS 

successor Tn^lT'  P,redecessors'  Parents'  subsidiaries,  affiliated  corporations,  or  l^  JZXE 
successors  partners,  principals,  assigns,  attorneys,  servants,  agents,  employees  heirs  consultants  anri  nthi 

Me'mters  ^Sfln°eS  ?TV  ^  ^  f0'eWr  diSChar9e  the  Southeast  Arlington  Propel  Owne  s  the  Colittee 
Members,  and  any  volunteers  representing  SEAPO  from  any  and  all  claims,  demands,  obligations  losses  causes  of 

«S  nL      \f  T56,8'  att°mey'S  feeS'  and  liabilities  of  a"y  nature  whatsoever,  whethe?  based  on  contract  tort 

essX  °hasr  S  o?rc^imsa»09hhe0ry  of  ^  °'  unkn0wn'  Past'  P^nVor  futu S°  wSi 

ArttntJ p™!*  X  '        11  t0,  have  a9ainst  tne  lndlvldual  Committee  Members,  volunteers,  or  the  Southeast 
Arlington  Property  Owners  which  relate  to,  arise  from,  or  are  in  any  manner  connected  to  (i)  the  Neoot  ated  Terms 

he  negotiation  of  the  Negotiated  Terms,  (iii),  the  inclusion  and/or  omission  of  any  term ^within tlZ ^  Negated  Terns 
Ov)  any  activity  act  or  om.ssion  in  any  way  related  to  the  Negotiated  Terms  or  th Negotiation  of the  fflSitt 
An4  dmeV     a"  rePresen,ations  made  Pri°'.  ^  and  subsequent  (o  Lessors  execufen  of  thTs  Leased 


TaSS!  CounNtvTPv«  irf^f  f "  "*  f*"?  UaSe  inStrUment  with  «»  addendum,  if  any,  shall  be  filed  of  record  in 
Tarrant  County,  Texas,  in  order  to  give  constructive  notice  of  Lessee's  leasehold  interest  in  the  property. 


Page  5  of  6 


k  WITNESS  WHEREOF,  this  Lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution 
shall  be  binding  on  each  signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators,  successors  and 
assigns,  whether  or  not  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

lessee:  Paloma  Barnett,  LLC 


By: 


Printed  Name:  2.  Gj>^*/j* 

Title:    AHo^S  - 


LESSOR 


STATE  OF  5 


(INDIVIDUAL  ACKNOWLEDGEMENT) 


COUNTY  OF  r^^H^ 

This  instrument  was  acknowledged  before  me  on  the  P£  day  of  M^^oL         200_?_  by 


CARTER  HARBUCK 

\  Notary  Public,  State  of  Texas 
i  My  Commission  Expires 

January  11 . 201 2 


Nofary'Public,  State  of  Texas 
Notary's  Name  Printed: 
Notary's  Commission  Expires:  ////, 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 
This 


(CORPORATE  ACKNOWLEDGEMENT) 


on 


ledged  before  me  on, 
^  ,  the 


on^e^H^ayof    H^TcL  ?nn$hy,/,  ^ 

<^^^jJ7J^Kfh  (Office)  of  K<a\o^  LLf_ 


ANDREW  D.  REAGAN 

£*i-Ji-L-?\   Notary  Public,  State  of  Texas 
My  Commission  Expires 


March  18. 2012 


Notary  Public,  Statft  of  Texas 
Notary's  Name  Printed: 
Notary's  Commission  Expires:  , 
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